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CML101 Semester 2 Special / Summer Semester, 2015 Exam 
 
Section A - Short Answer Questions 
Total Marks for this section: 15 marks   
 
Please note: You should identify and discuss all relevant issues and refer to legislation and/or 
case law (where relevant) to justify or support your answers.  If more information is required to 
answer completely, state what that information is and why it is relevant. 
 
Question 1 [Total 15 marks] 
(a) Marmaduke has been operating his own small business for 3 months as a sole trader. His 
business is unique; it is an automatic lawn grazing business. He has one sheep that he 
positions on a client’s lawn, the sheep then eats the lawn, acting like an automatic lawn 
mower. 
Marmaduke’s friend Laird has heard many positive stories from Marmaduke’s clients. 
He wants to get involved in the business. Marmaduke and Laird come to an arrangement 
where Laird will contribute capital to expand the flock. They aim to have a dozen sheep. 
They come up with a business name, M & L’s Natural Lawn Mowing. It is agreed that 
Marmaduke will focus on the operative side of the business (grazing) while Laird will 
run the administrative side (receiving clients’ orders, billing, and accounting) and that 
both will receive a share of the net profit of the lawn grazing business. Marmaduke 
believes that they have now formed a partnership.  
With reference to the Partnership Act and relevant cases, explain whether or not a 




(b) Towards the end of their first month, there was a problem. One morning, Marmaduke 
had set up the sheep at several properties. Unfortunately, Marmaduke forgot to move the 
pegs that the sheep were tied to – there are “crop circles” all over their clients’ lawn! 
One client, Dougie, is particularly unimpressed. Not only does Dougie have crop circles 
on his lawn, his prize winning roses were within reach of the sheep and have been eaten. 
Dougie is devastated. Dougie wants to sue M & L’s Natural Lawn Mowing because he 
thinks that Marmaduke was negligent when setting up the sheep.  
 
With reference to the Partnership Act, who is liable for the incident and why?  
(5 marks) 
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(c) After the incident with the “crop circles”, Laird is becoming increasingly worried about 
the potential liabilities of the business. The “crop circles” incident was just one of many 
where Marmaduke had been forgetful. Laird has just inherited a large amount of money, 
and is worried that if Marmaduke keeps being careless, that he may lose his inheritance. 
Laird is thinking that they should incorporate the business. He has heard that this may 
help protect his personal assets. He has also heard of Salamon’s case but does not know 
anything about it. 
 
Explain to Laird what the main advantage of incorporation is and how this may 
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Section B - Long Answer Questions 
Total Marks for this section: 35 marks   
 
Please note: You should identify and discuss all relevant issues and refer to legislation and/or 
case law (where relevant) to justify or support your answers.  If more information is required to 
answer completely, state what that information is and why it is relevant. 
 
 
Question 2 [15 marks] 
Olivia runs a business called Scandal-less. Olivia had a meeting scheduled with an important 
client of hers, Millie, for later in the week. To impress Millie, Olivia decided that she should get 
the floors of the office cleaned. She hired Huck, a floor cleaning expert, who had been highly 
recommended by a friend. 
The first thing Huck did was prepare the chemicals for cleaning the floors. That day Huck was 
distracted. When he was mixing up the chemicals, he got the measurements wrong. Instead of 
diluting the chemical in a ratio of 1 part chemical to 20 parts water, he mixed it in the ratio of 1 
part chemical to 2 parts water. Huck then cleaned the floor and let it dry. 
The next morning Millie came into the office for her appointment. For some reason, Millie was 
not wearing any shoes. Millie said that she had just had a pedicure and didn’t want to mess it up. 
Olivia thought this was weird but did not do or say anything.  
About 30 minutes after leaving the office, Millie was in excruciating pain. Her feet were 
burning; she went to the hospital and the doctor, Cyrus, said that Millie had suffered severe 
chemical burns. Cyrus said that it was highly probable that the burns were caused by the 
chemicals Huck had used on the floor. Cyrus also said that if the chemical is diluted according 
to instructions it is completely safe, but at a dose that is 10 times stronger than directed, it can 
cause severe injury. Millie had to stay in hospital for several weeks and was not able to work 
during that time.  
Millie is very upset and wants to sue Huck. She is claiming compensation for her medical 
expenses and loss of income. Millie is also very disappointed because she had just landed a 
second job working as a foot model. She thought that this modelling job was going to be her big 
break and was going to make her a star. The company that hired her as a foot model has just 
fired her because her feet were no longer beautiful.  
With reference to the relevant law, discuss whether Millie can bring an action in 
negligence against Huck and if she can successfully recover compensation. (Do not discuss 
any actions that Millie may be able to bring against Olivia.) 
  
NB: Questions 3 and 4 are on the next page.   
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Question 3 [10 marks] 
Carrie, a surveyor, saw an advertisement by a dealer in the daily paper advertising ‘Japanese 
four wheel drive vehicles at a special low price of $39,000’. Carrie showed her assistant, Brody, 
the advertisement and said to Brody, ‘I give you authority to purchase one of these advertised 
vehicles for the business immediately. We need a four wheel drive vehicle for our big territory 
survey which starts tomorrow.’ 
Brody went to the dealership, and spoke to the dealer, Saul, and explained that he was buying a 
car for his employer, Carrie. Brody showed Saul his business card (which has the business name 
– Carrie & Associates – printed on the card). Saul then explained to Brody that the Japanese 
vehicle may be too heavy for the territory survey and it was only a basic model. Saul 
recommended a lighter weight Korean four wheel drive which had numerous accessories and 
sold for $41,000. 
Brody phoned Carrie for instructions but was informed that Carrie had been urgently required 
interstate and could not be contacted several days.  
Brody purchased the Korean 4WD as agent for Carrie, and took immediate delivery.  
Subsequently, Brody discovered that the Korean vehicle was capable of only doing half the 
work, and the accessories were of no great benefit for the survey work. Carrie returns from 
interstate and is very upset about the purchase. She has just received a letter from Saul 
demanding payment for the car. 
With reference to the relevant law, discuss whether Carrie is liable for the payment of the 
car and whether Carrie can bring an action personally against Brody. 
 
Question 4 [10 marks] 
Supa-Dupa Travel Company (SDTC) is a new travel agency in Adelaide hoping to specialise in 
tours to Kangaroo Island. It conducts a large promotional campaign, nationally and 
internationally. It advertises an “all inclusive” tour to Kangaroo Island with accommodation 
being “five star accommodation”. Part of the promotion also includes “genuine Australian-made 
travel bags” for each person on the tour. 
A group of tourists from China eagerly arrive to undertake the tour. On return from the tour they 
have a number of complaints. They found that they had to pay separately for all meals except 
breakfasts. The accommodation was in units in a caravan park. On examination of the bags they 
discovered they had actually been made in China although they had been wrapped in attractive 
packaging with pictures of Australian kangaroos and emus.  
SDTC admitted they had forgotten to add the cost of meals to the advertisement and apologised 
to the group. They claimed the caravan units were in fact five star for the category of caravan 
parks. The travel bags had to be used at the last minute because they had run out of the 
Australian made bags as they had only ordered three dozen and didn’t want to disappoint their 
clients by not supplying a bag at all.  
Using relevant legislation and cases, discuss whether the tourists can successfully bring an 
action against SDTC under the Australian Consumer Law.  
